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Actuarial  Section

A c t u a r i e s ’  C e r t i f i c a t i o n  L e t t e r s

I n t r o d u c t i o n

P
rior to July 1, 2011, the Defined Benefit retirement plans for public employees in the State of Indiana were 

administered by independent instrumentalities governed by separate boards of appointed trustees, including the Public 

Employees’ Retirement Fund and the Indiana State Teachers’ Retirement Fund.  Legislation adopted in 2010 called for 

a consolidation of these entities, which began with the appointment of a joint Executive Director in May 2010, and 

resulted in the creation of the Indiana Public Retirement System (INPRS) effective July 1, 2011.

For the eight (8) separate Defined Benefit retirement plans administered by INPRS, there are two (2) actuaries who currently 

provide the actuarial services as summarized below:

PricewaterhouseCoopers LLP  
�� Public Employees’ Retirement Fund

�� 1977 Police Officers’ and Firefighters’ Pension and Disability Fund

�� Judges’ Retirement System

�� State Excise Police, Gaming Agent, Gaming Control Officer, and Conservation Enforcement Officers’ Retirement Plan

�� Prosecuting Attorneys’ Retirement Fund

�� Legislators’ Defined Benefit Plan

Nyhart
�� Teachers’ Retirement Fund Pre–1996 Account

�� Teachers’ Retirement Fund 1996 Account

Accordingly, the INPRS FY2014 CAFR Actuarial Section includes an Actuary Certification Letter from each actuary for the actuarial 

valuations prepared as of June 30, 2014.
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Actuarial  Section

A c t u a r i e s ’  C e r t i f i c a t i o n  L e t t e r s ,  c o n t i n u e d
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I n d i a n a  P u b l i c  R e t i r e m e n t  S y s t e m

Actuarial  Section

S u m m a r y  o f  I N P R S  F u n d e d  S t a t u s

(dollars in millions)

Actuarial Valuation as of June 30, 2014 Actuarial Valuation as of June 30, 2013

Pre-Funded Defined Benefit 
Retirement Plans

Actuarial 
Accrued 
Liability

Actuarial 
Value of 
Assets1

Unfunded 
Actuarial 
Accrued 
Liability

Actuarial
Funded 
Status

Actuarial 
Accrued 
Liability

Actuarial 
Value of 
Assets1

Unfunded 
Actuarial 
Accrued 
Liability

Actuarial
Funded 
Status

Public Employees' Retirement Fund $� 16,732.2 $� 13,791.3 $� 2,940.9 82.4 % $� 16,145.7 $� 12,947.3 $� 3,198.4 80.2 %

Teachers' Retirement Fund
1996 Account 5,237.0 5,035.2 201.8 96.1 4,749.3 4,453.8 295.5 93.8 

1977 Police Officers' and 
Firefighters' Pension and Disability 
Fund 4,707.0 4,625.5 81.5 98.3 4,392.9 4,180.7 212.2 95.2 

Judges' Retirement System 464.9 419.6 45.3 90.3 453.1 381.2 71.9 84.1 

State Excise Police, Gaming Agent, 
Gaming Control Officer, and 
Conservation Enforcement Officers’ 
Retirement Plan 123.6 107.6 16.0 87.0 118.1 98.6 19.5 83.5 

Prosecuting Attorneys'
Retirement Fund 65.3 52.9 12.4 81.0 62.0 48.8 13.2 78.7 

Legislators' Defined Benefit Plan 4.2 3.5 0.7 83.1 4.3 3.4 0.9 79.8 

Total Pre-Funded Defined 
Benefit Retirement Plans $� 27,334.2 $� 24,035.6 $� 3,298.6 87.9 % $� 25,925.4 $� 22,113.8 $� 3,811.6 85.3 %

Pay-As-You-Go Defined Benefit Retirement Plan

Teachers' Retirement Fund
Pre-1996 Account 16,355.2 5,358.3 10,996.9 32.8 16,462.4 5,235.1 11,227.3 31.8 

Total Defined Benefit
Retirement Plans $� 43,689.4 $� 29,393.9 $� 14,295.5 67.3 % $� 42,387.8 $� 27,348.9 $� 15,038.9 64.5 %

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).
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Actuarial  Section

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

(Gain) / Loss

Defined Benefit Retirement Plans

June 30, 
2013

UAAL1

Actuarial 
Value of 
Assets 

Experience

Actuarial 
Accrued 

Liabilities 
Experience2

Amortization 
of Existing 

Bases

Actuarial 
Assumption & 
Methodology 

Changes

Plan 
Provision 
Changes3

June 30, 
2014
UAAL

Public Employees' Retirement Fund $� 3,198,397 $� (153,724) $� (15,161) $� (45,565) $� - $� (42,985) $� 2,940,962 

Teachers' Retirement Fund
Pre-1996 Account 11,227,275 (105,699) (70,518) (28,669)  -   (25,524) 10,996,865 

Teachers’ Retirement Fund
1996 Account 295,540 (74,202) 504 (15,576)  -   (4,504) 201,762 

1977 Police Officers' and Firefighters'
  Pension and Disability Fund 212,243 (115,940) (11,754) (3,027)  -    -   81,522 

Judges' Retirement System 71,870 (9,371) (16,026) (1,186)  -    -   45,287 

State Excise Police, Gaming Agent,
  Gaming Control Officer, and
  Conservation Enforcement Officers'
  Retirement Plan 19,489 (2,712) (430) (310)  -    -   16,037 

Prosecuting Attorneys'
  Retirement Fund 13,178 (584)  -   (194)  -    -   12,400 

Legislators' Defined Benefit Plan 867 (93) (36) (32)  -    -   706 

Total INPRS $�15,038,859 $� (462,325) $� (113,421) $� (94,559) $� -   $� (73,013) $�14,295,541 

1UAAL: Unfunded Actuarial Accrued Liabilities					   
2Actuarial Accrued Liabilities Experience includes:					   
    - For PERF, TRF Pre-1996, TRF 1996, and EG&C, a one-time payment (i.e., 13th Check) was paid to benefit recipients in August/September 2014 in lieu of the 1.0 percent COLA assumption.		
    - For 1977 Fund, a 1.4 percent COLA was paid to benefit recipients in July 2014, rather than the assumed COLA of 2.25 percent.					   
    - For JRS, no COLA was paid to benefit recipients in July 2014, rather than the assumed COLA of 4.0 percent.					  
    - For the LEDB Plan, there was no COLA paid to benefit recipients versus than the assumed COLA of 1.0 percent.							     
3Plan Provision Changes include:					   
    - For PERF and TRF Pre-1996, TRF 1996, the impact of 2014 House Enrolled Act No. 1075, which prohibits INPRS from entering into an agreement with a third party for ASA annuitizations prior to 
     January 1, 2017, but specifies ASA annuitization rates of 5.75% starting September 30, 2014, and the greater of 4.5% and a market rate starting September 30, 2015.
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Actuarial  Section

T e n - Y e a r  S c h e d u l e  o f  P a r t i c i p a t i n g  E m p l o y e r s

Fiscal 
Year Total1 PERF

TRF 
(Consolidated)2

TRF
Pre-19962

TRF 
19962 1977 JRS EG&C PARF LEDB

20053  1,679  1,159  357  N/A  N/A  159 1  1  1  1 

20063  1,691  1,169  358  N/A  N/A  160 1  1  1  1 

20073  1,663  1,138  360  N/A  N/A  161 1  1  1  1 

2008  1,207  1,167  361  N/A  N/A  158 1  1  1  1 

2009  1,220  1,179  360  N/A  N/A  160 1  1  1  1 

2010  1,230  1,180  367  N/A  N/A  164 1  1  1  1 

2011  1,182  1,132  369  N/A  N/A  166 1  1  1  1 

20124  1,170  1,122  364  N/A  N/A  162 1  1  1  1 

20134  1,171  1,121  365  N/A  N/A  161 1  1  1  1 

2014  1,175  1,126  N/A  340  363  162 1  1  1  1

1Sum of individual employers by retirement plan does not equal total employers, since one (1) employer may participate in multiple retirement plans.
2Prior to Fiscal Year 2014 participating employers for TRF were not split between the TRF Pre-1996 Account and the TRF 1996 Account.
3The total is the sum of each of the plans, so employers are duplicated if they participate in more than one plan.
4The total was adjusted to treat the State and its component units as one employer.
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P u b l i c  E m p l o y e e s ’  R e t i r e m e n t  F u n d

Actuarial  Section

H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n

(dollars in millions)

Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 10,858.3 $� 10,471.9 $� 386.4 96.4% $� 4,700.0 8.2%

2006  11,450.9  11,178.0  272.9 97.6  4,600.0 5.9

2007  12,439.8  12,220.9  218.9 98.2  4,325.0 5.1

2008  13,103.2  12,780.1  323.1 97.5  4,550.0 7.1

2009  13,506.2  12,569.3  936.9 93.1  4,850.0 19.3

2010  14,506.1  12,357.2  2,148.9 85.2  4,800.0 44.8

2011  14,913.1  12,000.6  2,912.5 80.5  4,500.0 64.7

2012  15,784.2  12,088.2  3,696.0 76.6  4,550.0 81.2

2013  16,145.7  12,947.3  3,198.4 80.2  4,700.0 68.1

2014  16,732.2  13,791.3  2,940.9 82.4  4,896.6 60.1

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
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Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the Public Employees’ Retirement 

Fund were adopted by the INPRS Board in April 2014. The majority of the actuarial assumptions and methods are 

based on plan experience from July 1, 2005 through June 30, 2010, which were adopted by the INPRS Board in 

September 2011, and were first used in the June 30, 2011 valuation. The interest rate/investment return and mortality 

assumptions were updated for the June 30, 2012 valuation. In addition to the actuarial assumptions and methods the INPRS Board 

also adopted the funding policy in April 2014. For information on the plan provisions please refer to Note 1 in the financial section 

of this report.

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s
Assumptions concerning ASA withdrawal and annuitization were added pursuant to the addition of IC 5-10.5-4-2.5 and 2.6 in 

accordance with the 2014 House Enrolled Act No. 1075.

All other assumptions are the same as the June 30, 2013 valuation.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 

between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the 

liabilities computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Except as noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 

financial reporting.

Economic Assumptions
Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Cost of Living Increases: 1.0 percent per year in retirement

Future Salary Increases: Based on 2005-2010 experience. Illustrative rates shown below:
											         

Age Inflation

Productivity, 
Merit, and 
Promotion

Total 
Individual 

Salary Growth

<31 3.00% 1.50% 4.50%

31-45 3.00 1.00 4.00 

46-60 3.00 0.50 3.50 

>= 61 3.00 0.25 3.25 
	

Inflation: 3.0 percent per year
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Demographic Assumptions
Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on PERF experience 2005-2010.  Illustrative rates shown 
below:

												          

Years of Service
Age 10 15 20 30 31 +
50 -  % 4 % 4 % 4 % 4 %
55 -  7 7 12 7 
60 -  10 10 10 10 
65 30 30 30 30 30 
70 25 25 25 25 25 

75+ 100 100 100 100 100 

Termination:
Select and ultimate tables based on 2005-2010 experience. Illustrative 
rates shown below:

										        

State (Male) Years of Service

Earnings < $20,000 Age 0 1 2 3 4 5+

20 57 % 40 % 23 % 19 % 17 % 13 %

30 56 34 21 17 15 11 

40 55 29 18 15 13 9 

50 55 24 15 13 11 6 

60+ 55 20 12 10 9 4 

State (Male) Years of Service

Earnings >= $20,000 Age 0 1 2 3 4 5+

20 43 % 26 % 13 % 10 % 9 % 7 %

30 39 20 12 9 8 6 

40 36 16 11 8 7 5 

50 36 14 9 7 7 4 

60+ 37 13 8 6 6 3 

State (Female) Years of Service

Earnings < $20,000 Age 0 1 2 3 4 5+

20 57 % 40 % 26 % 26 % 21 % 16 %

30 54 36 23 23 19 14 

40 54 32 20 19 16 11 

50 54 29 17 15 13 8 

60+ 54 25 15 11 11 6 
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State (Female) Years of Service

Earnings >= $20,000 Age 0 1 2 3 4 5+

20 43 % 25 % 14 % 14 % 11 % 8 %

30 36 22 13 12 10 7 

40 35 19 12 10 9 6 

50 35 17 10 9 7 5 

60+ 36 16 9 7 6 4 

Political Subdivisions (Male) Years of Service

Earnings < $20,000 Age 0 1 2 3 4 5+

20 33 % 25 % 13 % 12 % 10 % 7 %

30 29 21 11 10 9 6 

40 28 17 10 8 8 5 

50 26 14 8 7 6 4 

60+ 25 11 6 5 5 3 

Political Subdivisions (Male) Years of Service

Earnings >= $20,000 Age 0 1 2 3 4 5+

20 30 % 19 % 7 % 7 % 5 % 4 %

30 22 14 7 6 5 4 

40 22 11 6 5 4 3 

50 21 10 5 5 4 3 

60+ 20 9 4 4 3 2 

Political Subdivisions (Female) Years of Service

Earnings < $20,000 Age 0 1 2 3 4 5+

20 36 % 30 % 16 % 12 % 11 % 8 %

30 32 25 14 11 10 7 

40 32 21 12 10 9 5 

50 31 18 9 8 7 4 

60+ 30 14 7 6 5 3 

Political Subdivisions (Female) Years of Service

Earnings >= $20,000 Age 0 1 2 3 4 5+

20 31 % 21 % 10 % 8 % 7 % 4 %

30 24 16 9 7 6 4 

40 23 14 8 6 5 3 

50 23 12 7 6 5 3 

60+ 23 11 6 5 4 2 

											         

Disability: Based on 2000 - 2005 experience for males and 1995 - 2000 experience 
for females.

Recent experience has been consistent. 
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Illustrative rates shown below:
									       

Age Male Female

20 0.007 % 0.005 %

30 0.021 0.016 

40 0.065 0.050 

50 0.201 0.156 

60 0.622 0.488 

70 0.100 0.100 

80 0.000 0.000 
	

Spouse/Beneficiary: 75 percent of male members and 60 percent of female members are assumed to 
be married and or to have a dependent beneficiary. Male members are assumed to 
be three (3) years older than their spouses and female members are assumed to be 
two (2) years younger than their spouses.

ASA Withdrawal: Prior to January 1, 2017:
– 50% of active members who decrement while vested are assumed to withdraw 

their ASA balance immediately upon decrement.

– 50% of vested inactive members are assumed to withdraw their ASA balance 
immediately on the valuation date.

– 100% of active members who decrement prior to vesting are assumed to 
withdraw their ASA balance immediately upon decrement.

– 100% of non-vested inactive members are assumed to withdraw their ASA 
balance immediately on the valuation date.

Beginning January 1, 2017:
– 100% of active members are assumed to withdraw their ASA balance 

immediately upon decrement.

– 100% of inactive members are assumed to withdraw their ASA
balance immediately.

ASA Annuitization Prior to January 1, 2017:
– 50% of active members who decrement while vested are assumed to annuitize 

their ASA balance at their assumed retirement age.

– 50% of vested inactive members are assumed to annuitize their ASA balance at 
their assumed retirement age.
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A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is equal to 
the level percentage of payroll needed as an annual contribution from entry age to 
retirement age to fund projected benefits. The actuarial accrued liability on any 
valuation date is the accumulated value of such normal costs from entry age to 
the valuation date.

This method produces a cost of future benefit accruals that is a level percent of 
pay over time, which is more desirable for employers from a budgeting standpoint.  
Other actuarial cost methods are more volatile in their allocation of cost for each 
year of member service.

Amortization Method: For funding, gains and losses occurring from census experience different than 
assumed, assumption changes, and benefit changes are amortized over a 30-year 
period with level payments each year. A new gain or loss base is established 
each year based on the additional gain or loss during that year and that base 
is amortized over a new 30-year period. The purpose of the method is to give a 
smooth progression of the costs from year-to-year and, at the same time, provide 
for an orderly funding of the unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from census 
experience different than assumed and assumption changes are amortized into 
expense over the average expected future service of all plan participants (actives 
and inactives). Gains and losses occurring from investment experience different 
than assumed are amortized into expense over a 5-year period. The effect of plan 
changes on the plan liability are fully recognized in expense in the year in which 
they occur.

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a four-year 
smoothing of gains and losses on the Market Value of Assets (MVA), subject to a 
20 percent corridor. Accordingly, the AVA is limited to no more than 20 percent 
greater than or 20 percent less than the MVA.

Accounting and financial reporting uses the Market Value of Assets (MVA) in 
accordance with GASB Statement No. 67.
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A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 3,198,397 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (153,724)

Actuarial Accrued Liabilities Experience1 (15,161)

Amortization of Existing Bases (45,565)

Actuarial Assumption & Methodology Changes – 

Plan Provision Changes2 (42,985)

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 2,940,962

	
	

1Actuarial Accrued Liabilities Experience includes a gain of approximately $29,438 thousand for retired members being 
provided a one-time (13th check) in Sept. 2014, rather than a 1.0 percent COLA on Jan. 1, 2015. 	

2Impact of 2014 House Enrolled Act No. 1075, which prohibits INPRS from entering into an agreement with a
third party for ASA annuitizations prior to Jan. 1, 2017, but specifies ASA annuitization rates of 5.75% starting
Sept. 30, 2014, and the greater of 4.5% and a market rate starting Sept. 30, 2015.
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Actuarial  Section

S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities
Portion of Actuarial Accrued
Liabilities Covered by Assets

Valuation 
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 $� 2,382,280 $� 3,301,265 $� 5,174,777 $� 10,858,322 $� 10,471,937 100.0 % 100.0 % 92.5 % 96.4 %

6/30/06 2,515,984 3,648,764 5,286,181 11,450,929 11,177,971 100.0 100.0 94.8 97.6 

6/30/07 2,707,176 4,007,389 5,725,233 12,439,798 12,220,934 100.0 100.0 96.2 98.2 

6/30/08 2,694,331 4,227,366 6,181,524 13,103,221 12,780,116 100.0 100.0 94.8 97.5 

6/30/09 2,669,318 4,611,257 6,225,705 13,506,280 12,569,336 100.0 100.0 85.0 93.1 

6/30/10 2,780,570 4,931,592 6,793,890 14,506,052 12,357,199 100.0 100.0 68.4 85.2 

6/30/11 2,805,023 5,370,786 6,737,338 14,913,147 12,000,586 100.0 100.0 56.8 80.5 

6/30/12 2,749,449 5,895,779 7,139,012 15,784,240 12,088,225 100.0 100.0 48.2 76.6 

6/30/13 2,796,103 6,367,819 6,981,759 16,145,681 12,947,283 100.0 100.0 54.2 80.2 

6/30/14 2,851,501 6,250,902 7,629,820 16,732,223 13,791,261 100.0 100.0 61.5 82.4 
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Actuarial  Section

S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a

(dollars in thousands – except annual average pay)

Valuation 
Date

Active 
Members

Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 141,428 $�4,318,450 $� 30,535 3.5 %

6/30/06 140,563 4,322,180 30,749 4.3 

6/30/07 138,863 4,385,676 31,583 2.7 

6/30/08 140,146 4,600,354 32,825 3.9 

6/30/09 147,792 4,931,423 33,367 1.7 

6/30/10 149,877 4,896,013 32,667 (2.1)

6/30/11 147,933 4,818,774 32,574 (0.3)

6/30/12 145,519 4,904,052 33,700 3.5 

6/30/13 137,937 4,766,910 34,559 2.5 

6/30/142 137,567 5,080,092 36,928 6.9 

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.

Act ive  Members Annual  Average  Pay

T o t a l  N u m b e r  o f  A c t i v e  M e m b e r s  P e r  Y e a r
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Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

(dollars in thousands – except average annual benefit)

Added to Rolls Removed from Rolls Rolls – End of Year

Valuation 
Date Number

Annual1,2

Benefits Number
Annual1,2

Benefits Number

Total1,2

Annual
Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average1,2 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/05 4,499 $� 35,845 1,732 $� 8,358 57,121 $� 354,285 8.8 % $� 6,202 3.5%

6/30/06 3,403 29,572 2,241 14,440 58,283 377,611 6.6 6,479 4.5

6/30/07 4,633 42,653 2,584 15,229 60,332 412,745 9.3 6,841 5.6

6/30/08 5,376 43,915 3,284 18,022 62,424 436,749 5.8 6,996 2.3

6/30/09 6,047 55,726 3,372 19,103 65,099 477,553 9.3 7,336 4.9

6/30/10 4,827 39,214 2,760 19,022 67,166 498,199 4.3 7,417 1.1

6/30/11 5,402 56,185 2,188 11,698 70,380 539,747 8.3 7,669 3.4

6/30/12 4,751 49,766 2,139 12,540 72,992 576,678 6.8 7,901 3.0

6/30/13 5,231 55,523 2,273 13,898 75,950 617,977 7.2 8,137 3.0

6/30/143 - - - - 75,950 617,977                  - 8,137  - 

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2Annual benefits include member annuities.
3The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.

Number

Total Number of Retirants and Beneficiaries Per Year
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Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

T
he 2014 House Enrolled Act No. 1075 added paragraphs 2.5 and 2.6 to IC 5-10.5-4, which prohibits INPRS from 

entering into an agreement with a third party provider to provide annuities for members who wish to annuitize their 

ASA balance prior to January 1, 2017, and defines the interest rate which must be used for converting ASA balances 

to annuities in the interim. It is anticipated that an agreement with a third party provider will be entered into effective 

January 1, 2017. This plan change resulted in a small decrease in Actuarial Accrued Liability and Normal Cost since the prescribed 

interest rates to be used for annuitization are lower than the rate previously in effect.

There were no additional changes to the plan provisions that impacted the pension benefits during the fiscal year.
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Actuarial  Section

H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n
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Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 14,254.1 $� 5,796.7 $� 8,457.4 40.7% $� 2,305.7 366.8 %

2006  15,002.5  5,477.2  9,525.3 36.5  2,237.4 425.7 

2007  15,988.3  5,763.5  10,224.8 36.0  2,376.4 430.3 

2008  15,792.3  5,954.0  9,838.3 37.7  2,295.8 428.5 

2009  16,027.1  5,109.1  10,918.0 31.9  2,030.5 537.7 

2010  16,282.1  5,382.4  10,899.7 33.1  1,865.1 584.4 

2011  16,318.4  5,227.4  11,091.0 32.0  1,762.8 629.2 

2012  16,522.0  4,978.1  11,543.9 30.1  1,637.1 705.2 

2013  16,462.4  5,235.1  11,227.3 31.8  1,383.4 811.6 

2014  16,355.2  5,358.3  10,996.9 32.8  1,262.8 870.8 

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
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Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the Teachers’ Retirement Fund Pre-1996 

Account were adopted by the INPRS Board in April 2014. The majority of the actuarial assumptions and methods 

are based on plan experience from July 1, 2007 through June 30, 2011, which were adopted by the INPRS Board in 

June 2012, and were first used in the June 30, 2012 valuation. The interest rate / investment return and mortality 

assumptions were updated for the June 30, 2012 valuation. In addition to the actuarial assumptions and methods the INPRS Board 

also adopted the funding policy in April 2014. For information on the plan provisions please refer to Note 1 in the financial section 

of this report.

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s
Assumptions concerning ASA withdrawal and annuitization were added pursuant to the addition of IC 5-10.5-4-2.5 and 2.6 in 
accordance with the 2014 House Enrolled Act No. 1075.

All other assumptions are the same as the June 30, 2013 valuation.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the liabilities 
computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Except as noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions

Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Cost of Living Increases: 1.0 percent per year in retirement

Future Salary Increases: Based on TRF 2007-2011 experience. Illustrative rates shown below:

Years 
of 

Service Inflation

Merit 
and 

Seniority

Total 
Individual 

Salary Growth

1 3.00% 9.50% 12.50%

5 3.00 4.00 7.00 

10 3.00 2.75 5.75 

15 3.00 1.50 4.50 

20 3.00 0.25 3.25 

25 3.00 - 3.00 

30 3.00 - 3.00 

35 3.00 - 3.00 

40 3.00 - 3.00 

Inflation: 3.0 percent per year



172

T e a c h e r s ’  R e t i r e m e n t  F u n d  P r e - 1 9 9 6

Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Demographic Assumptions

Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on TRF 2007-2011 experience.  Sample probabilities are shown below:

Regular Retirement Rule of 85 Retirement Early Retirement

Age Probability Age Probability Age Probability

50-53 2.0%

54 5.0 

55 10.0% 55 5.0 

56 10.0 56 5.0 

57 10.0 57 5.0 

58 12.5 58 5.0 

59 15.0 59 10.0 

60 17.5% 60 17.5 

61 20.0 61 20.0 

62 25.0 62 25.0 

63 25.0 63 25.0 

64 25.0 64 25.0 

65 30.0 65 30.0 

66 30.0 66 30.0 

67 30.0 67 30.0 

68 30.0 68 30.0 

69 30.0 69 30.0 

70 100.0 70 100.0 

Termination: Based on TRF 2007-2011 experience.  Sample probabilities are shown below:

Service Based Age Based1

Years 
of 

Service Male Female
Attained 

Age Male Female

0 35.0% 35.0% 25 2.0% 3.5%

1 14.0 14.0 30 2.0 3.5 

2 11.0 11.0 35 2.0 3.0 

3 8.0 9.0 40 2.0 2.0 

4 6.0 8.0 45 2.0 2.0 

5 4.5 7.0 50 2.0 2.0 

6 4.0 6.0 55 2.0 2.0 

7 4.0 5.0 60 2.0 2.0 

8 3.5 4.5 

9 3.5 4.0 

1Age-based rates apply only if 10 or more years of service.
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Disability: Based on TRF 2007-2011 experience.  Sample probabilities are shown below:

Age Male Female

25 0.01% 0.01%

30 0.01 0.01 

35 0.01 0.01 

40 0.01 0.01 

45 0.02 0.02 

50 0.05 0.05 

55 0.09 0.09 

60 0.10 0.10 

Spouse/Beneficiary: 100 percent of members are assumed to be married for purposes of valuing death-
in-service benefits.

Male spouses are assumed to be three (3) years older than female spouses. 

ASA Withdrawal: Prior to January 1, 2017:
– 50% of active members who decrement while vested are assumed to withdraw 

their ASA balance immediately upon decrement.
– 50% of vested inactive members are assumed to withdraw their ASA balance 

immediately on the valuation date.
– 100% of active members who decrement prior to vesting are assumed to 

withdraw their ASA balance immediately upon decrement.
– 100% of non-vested inactive members are assumed to withdraw their ASA 

balance immediately on the valuation date.

Beginning January 1, 2017:
– 100% of active members are assumed to withdraw their ASA balance 

immediately upon decrement.

– 100% of inactive members are assumed to withdraw their ASA
balance immediately.

ASA Annuitization Prior to January 1, 2017:
– 50% of active members who decrement while vested are assumed to annuitize 

their ASA balance at their assumed retirement age.

– 50% of vested inactive members are assumed to annuitize their ASA balance at 
their assumed retirement age.
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Actuarial  Section

A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is equal to 
the level percentage of payroll needed as an annual contribution from entry age to 
retirement age to fund projected benefits. The actuarial accrued liability on any 
valuation date is the accumulated value of such normal costs from entry age to the 
valuation date.

This method produces a cost of future benefit accruals that is a level percent of 
pay over time, which is desirable for employers from a budgeting standpoint. Other 
actuarial cost methods are more volatile in their allocation of cost for each year of 
member service.

Amortization Method For funding, gains and losses occurring from census experience different than 
assumed, assumption changes, and benefit changes are amortized over a 30-year 
period with level payments each year. A new gain or loss base is established 
each year based on the additional gain or loss during that year and that base 
is amortized over a new 30-year period. The purpose of the method is to give a 
smooth progression of the costs from year-to-year and, at the same time, provide 
for an orderly funding of the unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from census 
experience different than assumed and assumption changes are amortized into 
expense over the average expected future service of all plan participants (actives 
and inactives). Gains and losses occurring from investment experience different 
than assumed are amortized into expense over a 5-year period. The effect of plan 
changes on the plan liability are fully recognized in expense in the year in which 
they occur.

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a four-year 
smoothing of gains and losses on the Market Value of Assets (MVA), subject to a 
20 percent corridor. Accordingly, the AVA is limited to no more than 20 percent 
greater than or 20 percent less than the MVA.

Accounting and financial reporting uses the Market Value of Assets (MVA) in 
accordance with GASB Statement No. 67.

									       

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d
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Actuarial  Section

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 11,227,275 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (105,699)

Actuarial Accrued Liabilities Experience1 (70,518)

Amortization of Existing Bases (28,669)

Actuarial Assumptions & Methodology Changes –

Plan Provision Changes2 (25,524)

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 10,996,865 

	
1Actuarial Accrued Liabilities Experience includes a gain of approximately $75,200 thousand for retired members being provided a one-time (13th check) in 
 September 2014, rather than a 1.0 percent COLA on Jan. 1, 2015.
2Impact of 2014 House Enrolled Act No. 1075, which prohibits INPRS from entering into an agreement with a third party for ASA annuitizations prior 
 to Jan. 1, 2017, but specifies ASA annuitization rates of 5.75% starting Sept. 30, 2014, and the greater of 4.5% and a market rate starting Sept. 30, 
 2015.
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Actuarial  Section

S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities
Portion of Actuarial Accrued
Liabilities Covered by Assets

Valuation 
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 $� 2,925,367 $� 5,653,502 $� 5,675,278 $� 14,254,147 $� 5,796,724 100.0 % 50.8 % 0.0 % 40.7 %

6/30/06 2,898,891 6,238,115 5,865,465 15,002,471 5,477,221 100.0 41.3 0.0 36.5 

6/30/07 3,016,052 7,063,889 5,908,318 15,988,259 5,763,508 100.0 38.9 0.0 36.1 

6/30/08 2,613,138 7,244,422 5,934,745 15,792,305 5,953,991 100.0 46.1 0.0 37.7 

6/30/09 2,389,886 7,891,346 5,745,861 16,027,093 5,109,086 100.0 34.5 0.0 31.9 

6/30/10 2,353,715 8,153,240 5,775,111 16,282,066 5,382,410 100.0 37.1 0.0 33.1 

6/30/11 2,015,580 8,776,916 5,525,908 16,318,404 5,227,402 100.0 36.6 0.0 32.0 

6/30/12 1,782,353 9,451,792 5,287,870 16,522,015 4,978,107 100.0 33.8 0.0 30.1 

6/30/13 1,636,978 10,254,953 4,570,448 16,462,379 5,235,104 100.0 35.1 0.0 31.8 

6/30/14 1,525,192 9,876,539 4,953,485 16,355,216 5,358,351 100.0 38.8 0.0 32.8 
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Actuarial  Section

S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a

(dollars in thousands – except annual average pay)

Valuation 
Date

Active 
Members

Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 39,097 $�2,305,726 $� 58,974 2.7 %

6/30/06 36,994 2,237,380 60,480 2.6 

6/30/07 36,526 2,376,390 65,060 7.6 

6/30/08 34,628 2,295,816 66,299 1.9 

6/30/09 29,297 2,030,484 69,307 4.5 

6/30/10 26,439 1,865,102 70,544 1.8 

6/30/11 24,710 1,762,750 71,338 1.1 

6/30/12 22,688 1,637,066 72,156 1.1 

6/30/13 19,210 1,383,428 72,016 (0.2)

6/30/142 19,210 1,383,242 72,006 (0.0)

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.
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Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t
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Added to Rolls Removed from Rolls Rolls – End of Year

Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1

Annual 
Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average2 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/053 37,421 $� 586,597 7.2 % $� 15,676 4.0%

6/30/063 38,522 624,573 6.5 16,213 3.4 

6/30/07 2,292 $� 52,947 1,063 $� 12,167 39,328 658,297 5.4 16,739 3.2 

6/30/08 2,296 52,167 966 11,026 40,554 701,155 6.5 17,289 3.3

6/30/094 2,344 56,819 929 11,062 42,548 762,067 8.7 17,911 3.6 

6/30/10 1,940 47,657 1,010 11,982 43,478 790,773 3.8 18,188 1.5 

6/30/11 3,003 77,290 1,060 13,121 45,421 850,711 7.6 18,729 3.0 

6/30/12 2,541 63,923 962 12,216 47,000 898,006 5.6 19,107 2.0 

6/30/13 3,422 93,605 1,077 14,524 49,345 973,635 8.4 19,731 3.3 

6/30/145  - 93,605  - 14,524 49,345 973,635  - 19,731 0.0 

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2Average annual benefit includes member annuities.
3Adds & Drops prior to fiscal year 2007 are not available.
4 The end of year number of benefit recipients are not equal to prior end of year number of benefit recipients plus additions less removals due to reclassifications
  between Pre-1996 Account and 1996 Account.
5 The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

T
he 2014 House Enrolled Act No. 1075 added paragraphs 2.5 and 2.6 to IC 5-10.5-4, which prohibits INPRS from 

entering into an agreement with a third party provider to provide annuities for members who wish to annuitize their 

ASA balance prior to January 1, 2017, and defines the interest rate which must be used for converting ASA balances 

to annuities in the interim. It is anticipated that an agreement with a third party provider will be entered into effective 

January 1, 2017. This plan change resulted in a small decrease in Actuarial Accrued Liability and Normal Cost since the prescribed 

interest rates to be used for annuitization are lower than the rate previously in effect.

There were no additional changes to the plan provisions that impacted the pension benefits during the fiscal year.
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Actuarial  Section
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H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n ,  c o n t i n u e d

(dollars in millions)

Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 2,010.7 $� 1,268.6 $� 742.1 63.1% $� 1,325.0 56.0 %

2006  2,363.1  2,209.5  153.6 93.5  1,425.0 10.8 

2007  2,827.6  2,713.1  114.5 96.0  1,675.0 6.8 

2008  2,957.8  3,080.1  (122.3) 104.1  1,825.0 (6.7)

2009  3,135.5  2,920.7  214.8 93.1  2,075.0 10.4 

2010  3,614.6  3,422.6  192.0 94.7  2,200.0 8.7 

2011  3,996.8  3,664.6  332.2 91.7  2,225.0 14.9 

2012  4,338.3  3,936.4  401.9 90.7  2,400.0 16.7 

2013  4,749.3  4,453.8  295.5 93.8  2,442.5 12.1 

2014  5,237.0  5,035.2  201.8 96.1  2,598.1 7.8 

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
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Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the Teachers’ Retirement Fund 1996 

Account were adopted by the INPRS Board in April 2014. The majority of the actuarial assumptions and methods 

are based on plan experience from July 1, 2007 through June 30, 2011, which were adopted by the INPRS Board in 

June 2012, and were first used in the June 30, 2012 valuation. The interest rate / investment return and mortality 

assumptions were updated for the June 30, 2012 valuation. In addition to the actuarial assumptions and methods the INPRS Board 

also adopted the funding policy in April 2014. For information on the plan provisions please refer to Note 1 in the financial section 

of this report.

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s
Assumptions concerning ASA withdrawal and annuitization were added pursuant to the addition of IC 5-10.5-4-2.5 and 2.6 in 
accordance with the 2014 House Enrolled Act No. 1075.

All other assumptions are the same as the June 30, 2013 valuation.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the liabilities 
computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Except as noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions

Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Cost of Living Increases: 1.0 percent per year in retirement

Future Salary Increases: Based on TRF 2007-2011 experience. Illustrative rates shown below:

Years 
of 

Service Inflation

Merit 
and 

Seniority

Total 
Individual 

Salary Growth

1 3.00% 9.50% 12.50%

5 3.00 4.00 7.00 

10 3.00 2.75 5.75 

15 3.00 1.50 4.50 

20 3.00 0.25 3.25 

25 3.00 - 3.00 

30 3.00 - 3.00 

35 3.00 - 3.00 

40 3.00 - 3.00 

Inflation: 3.0 percent per year
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Demographic Assumptions

Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on TRF 2007-2011 experience.  Sample probabilities are shown below:

Regular Retirement Rule of 85 Retirement Early Retirement

Age Probability Age Probability Age Probability

50-53 2.0%

54 5.0 

55 10.0% 55 5.0 

56 10.0 56 5.0 

57 10.0 57 5.0 

58 12.5 58 5.0 

59 15.0 59 10.0 

60 17.5% 60 17.5 

61 20.0 61 20.0 

62 25.0 62 25.0 

63 25.0 63 25.0 

64 25.0 64 25.0 

65 30.0 65 30.0 

66 30.0 66 30.0 

67 30.0 67 30.0 

68 30.0 68 30.0 

69 30.0 69 30.0 

70 100.0 70 100.0 

Termination: Based on TRF 2007-2011 experience.  Sample probabilities are shown below:

Service Based Age Based1

Years 
of 

Service Male Female
Attained 

Age Male Female

0 35.0% 35.0% 25 2.0% 3.5%

1 14.0 14.0 30 2.0 3.5 

2 11.0 11.0 35 2.0 3.0 

3 8.0 9.0 40 2.0 2.0 

4 6.0 8.0 45 2.0 2.0 

5 4.5 7.0 50 2.0 2.0 

6 4.0 6.0 55 2.0 2.0 

7 4.0 5.0 60 2.0 2.0 

8 3.5 4.5 

9 3.5 4.0 

1Age-based rates apply only if 10 or more years of service.
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Disability: Based on TRF 2007-2011 experience.  Sample probabilities are shown below:

Age Male Female

25 0.01% 0.01%

30 0.01 0.01 

35 0.01 0.01 

40 0.01 0.01 

45 0.02 0.02 

50 0.05 0.05 

55 0.09 0.09 

60 0.10 0.10 

Spouse/Beneficiary: 100 percent of members are assumed to be married for purposes of valuing death-
in-service benefits.

Male spouses are assumed to be three (3) years older than female spouses.  

ASA Withdrawal: Prior to January 1, 2017:
– 50% of active members who decrement while vested are assumed to withdraw 

their ASA balance immediately upon decrement.
– 50% of vested inactive members are assumed to withdraw their ASA balance 

immediately on the valuation date.
– 100% of active members who decrement prior to vesting are assumed to 

withdraw their ASA balance immediately upon decrement.
– 100% of non-vested inactive members are assumed to withdraw their ASA 

balance immediately on the valuation date.

Beginning January 1, 2017:
– 100% of active members are assumed to withdraw their ASA balance 

immediately upon decrement.

– 100% of inactive members are assumed to withdraw their ASA
balance immediately.

ASA Annuitization Prior to January 1, 2017:
– 50% of active members who decrement while vested are assumed to annuitize 

their ASA balance at their assumed retirement age.

– 50% of vested inactive members are assumed to annuitize their ASA balance at 
their assumed retirement age.
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Actuarial  Section

A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is equal to 
the level percentage of payroll needed as an annual contribution from entry age to 
retirement age to fund projected benefits. The actuarial accrued liability on any 
valuation date is the accumulated value of such normal costs from entry age to the 
valuation date.

This method produces a cost of future benefit accruals that is a level percent of 
pay over time, which is desirable for employers from a budgeting standpoint. Other 
actuarial cost methods are more volatile in their allocation of cost for each year of 
member service.

Amortization Method For funding, gains and losses occurring from census experience different than 
assumed, assumption changes, and benefit changes are amortized over a 30-year 
period with level payments each year. A new gain or loss base is established 
each year based on the additional gain or loss during that year and that base 
is amortized over a new 30-year period. The purpose of the method is to give a 
smooth progression of the costs from year-to-year and, at the same time, provide 
for an orderly funding of the unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from census 
experience different than assumed and assumption changes are amortized into 
expense over the average expected future service of all plan participants (actives 
and inactives). Gains and losses occurring from investment experience different 
than assumed are amortized into expense over a 5-year period. The effect of plan 
changes on the plan liability are fully recognized in expense in the year in which 
they occur.

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a four-year 
smoothing of gains and losses on the Market Value of Assets (MVA), subject to a 
20 percent corridor. Accordingly, the AVA is limited to no more than 20 percent 
greater than or 20 percent less than the MVA.

Accounting and financial reporting uses the Market Value of Assets (MVA) in 
accordance with GASB Statement No. 67.

									       

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d
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Actuarial  Section

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 295,540 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (74,202)

Actuarial Accrued Liabilities Experience1 504 

Amortization of Existing Bases (15,576)

Actuarial Assumption & Methodology Changes –

Plan Provision Changes2 (4,504)

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 201,762 

	
1Actuarial Accrued Liabilities Experience includes a gain of approximately $6,700 thousand for retired members being provided a one-time (13th check) in 
 September 2014, rather than a 1.0 percent COLA on Jan. 1, 2015.
2Impact of 2014 House Enrolled Act No. 1075, which prohibits INPRS from entering into an agreement with a third party for ASA annuitizations prior 
 to Jan. 1, 2017, but specifies ASA annuitization rates of 5.75% starting Sept. 30, 2014, and the greater of 4.5% and a market rate starting Sept. 30, 
 2015.
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(dollars in thousands)

Actuarial Accrued Liabilities Portion of Actuarial Accrued Liabilities Covered by Assets

Valuation
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 $� 535,179 $� 219,722 $� 1,255,845 $� 2,010,746 $� 1,268,575 100.0 % 100.0 % 40.9 % 63.1 %

6/30/06 602,051 282,638 1,478,412 2,363,101 2,209,468 100.0 100.0 89.6 93.5 

6/30/07 656,918 449,452 1,721,184 2,827,554 2,713,052 100.0 100.0 93.3 95.9 

6/30/08 649,840 514,933 1,792,985 2,957,758 3,080,056 100.0 100.0 100.0 104.1 

6/30/09 655,843 432,942 2,046,748 3,135,533 2,920,735 100.0 100.0 89.5 93.1 

6/30/10 750,575 483,117 2,380,867 3,614,559 3,422,554 100.0 100.0 91.9 94.7 

6/30/11 840,341 562,445 2,594,053 3,996,839 3,664,657 100.0 100.0 87.2 91.7 

6/30/12 882,942 662,558 2,792,809 4,338,309 3,936,455 100.0 100.0 85.6 90.7 

6/30/13 975,309 798,486 2,975,573 4,749,368 4,453,828 100.0 100.0 90.1 93.8 

6/30/14 1,102,686 777,287 3,357,020 5,236,993 5,035,232 100.0 100.0 94.0 96.1 

S o l v e n c y  T e s t
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Actuarial  Section

S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a

(dollars in thousands – except annual average pay)

Valuation 
Date

Active 
Members

Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 34,826 $�1,428,604 $� 41,021 3.6 %

6/30/06 36,356 1,565,341 43,056 5.0 

6/30/07 39,307 1,891,605 48,124 11.8 

6/30/08 41,628 2,052,719 49,311 2.5 

6/30/09 45,046 2,308,548 51,249 3.9 

6/30/10 46,433 2,447,509 52,711 2.9 

6/30/11 46,633 2,507,193 53,764 2.0 

6/30/12 47,885 2,594,952 54,191 0.8 

6/30/13 51,204 2,740,940 53,530 (1.2)

6/30/142 51,204 2,740,661 53,524 (0.0)

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.
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Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t
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(dollars in thousands – except average annual benefit)

Added to Rolls Removed from Rolls Rolls – End of Year

Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1 
Annual 

Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average2 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/053 - $� - - $� - 1,091 $� 20,584 42.2 % $� 18,867 3.8%

6/30/063 - - - - 1,327 25,459 23.7 19,185 1.7

6/30/07 197 3,658 22 416 1,925 37,013 45.4 19,228 0.2

6/30/08 255 5,126 21 316 2,263 43,482 17.5 19,214 (0.1)

6/30/094 270 5,145 10 119 1,944 36,312 (16.5) 18,679 (2.8)

6/30/10 249 4,859 12 129 2,181 40,701 12.1 18,662 (0.1)

6/30/11 390 7,666 17 253 2,554 47,887 17.7 18,750 0.5

6/30/12 433 8,132 16 236 2,971 55,475 15.8 18,672 (0.4)

6/30/13 712 12,216 18 251 3,665 67,169 21.1 18,327 (1.8)

6/30/145  - 12,216  - 251 3,665 67,169 - 18,327 -

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2Average annual benefit includes member annuities.
3Adds & Drops prior to fiscal year 2007 are not available.
4The end of year number of benefit recipients are not equal to prior end of year number of benefit recipients plus additions less removals due to reclassifications
  between Pre-1996 Account and 1996 Account.
5The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

T
he 2014 House Enrolled Act No. 1075 added paragraphs 2.5 and 2.6 to IC 5-10.5-4, which prohibits INPRS from 

entering into an agreement with a third party provider to provide annuities for members who wish to annuitize their 

ASA balance prior to January 1, 2017, and defines the interest rate which must be used for converting ASA balances 

to annuities in the interim. It is anticipated that an agreement with a third party provider will be entered into effective 

January 1, 2017.  This plan change resulted in a small decrease in Actuarial Accrued Liability and Normal Cost since the prescribed 

interest rates to be used for annuitization are lower than the rate previously in effect.

There were no additional changes to the plan provisions that impacted the pension benefits during the fiscal year.
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Actuarial  Section

H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n
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Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

20053 $� 2,415.1 $� 2,348.0 $� 67.1 97.2%  $� 519.0 18.7%

20063  2,649.5  2,860.5  (211.0) 108.0  682.0 15.8

20073  2,889.3  3,281.5  (392.2) 113.6  585.0 19.4

20083  3,150.8  3,352.7  (201.9) 106.4  635.0 16.8

20094  3,332.7  3,265.6  67.1 98.0  330.0 14.8

2010  3,639.6  3,374.4  265.2 92.7  670.0 13.8

2011  3,639.0  3,593.8  45.2 98.8  687.0 14.4

2012  4,122.4  3,786.6  335.8 91.9  690.0 13.3

2013  4,392.9  4,180.7  212.2 95.2  695.0 13.7

2014  4,707.0  4,625.5  81.5 98.3  710.6 13.8

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
3Actuarial Valuations from 2005-2008 were based off of a December year end.
4Covered employee payroll represents only a half year of activity.
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Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the 1977 Police Officers’ and 

Firefighters’ Pension and Disability Fund were adopted by the INPRS Board in April 2014. The majority of the actuarial 

assumptions and methods are based on plan experience from July 1, 2005 through June 30, 2010, which were 

adopted by the INPRS Board in September 2011, and were first used in the June 30, 2011 valuation. The interest 

rate / investment return and mortality assumptions were updated for the June 30, 2012 valuation. In addition to the actuarial 

assumptions and methods the INPRS Board also adopted the funding policy in April 2014. For information on the plan provisions 

please refer to Note 1 in the financial section of this report.

	

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s 						    
For the actuarial valuation as of June 30, 2014, there were no changes to the actuarial assumptions from the actuarial 
valuation as of June 30, 2013.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the liabilities 
computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Exceptions noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions

Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Interest on Member Contributions: 3.5 percent per year

Cost of Living Increases: 2.25 percent per year in retirement

Future Salary Increases: 3.25 percent per year

Inflation: 3.0 percent per year

Demographic Assumptions

Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on 2005-2010 experience. Illustrative rates shown below:

Ages
Service 

<32
Service 
>= 32

45-51 10% 100%

52-57 10 20 

58-61 15 20 

62-64 20 20 

65-69 50 50 

70+ 100 100 
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Actuarial  Section

Termination: Based on 2005-2010 experience.  Illustrative rates shown below:

Service Rate Service Rate

0 40.0% 7-9 2.0%

1 20.0 10-14 1.5 

2 5.0 15-19 1.0 

3 4.0 20+ 1.5 

4 3.5 

5 3.0 

6 2.5 

Disability: Based on 2005-2010 experience.  Illustrative rates shown below:

Age Rate

20 0.000%

25 0.075 

30 0.150 

35 0.200 

40 0.400 

45+ 0.700 

Spouse/Beneficiary: 80 percent of male members and 50 percent of female members are 
assumed to be married or to have a dependent beneficiary. Male 
members are assumed to be three (3) years older than females and 
female members are assumed to be the same age as males.

Disability Retirement: For members hired after 1989 that become disabled, impairments 
are assumed to be 45 percent Class 1 (at 65 percent of salary), 10 
percent Class 2 (at 50 percent of salary), and 45 percent Class 3 (at 
36 percent of salary).

Pre-Retirement Death: Of active member deaths, 10 percent are assumed to be in the line of 
duty and 90 percent are other than in the line of duty. Additionally, all 
deaths among retired and disabled members are other than in the line 
of duty.

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d
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Actuarial  Section

A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member 
and is equal to the level percentage of payroll needed as an annual 
contribution from entry age to retirement age to fund projected 
benefits. The actuarial accrued liability on any valuation date is 
the accumulated value of such normal costs from entry age to the 
valuation date.

This method produces a cost of future benefit accruals that is a level 
percent of pay over time, which is desirable for employers from a 
budgeting standpoint. Other actuarial cost methods are more volatile in 
their allocation of cost for each year of member service.

Amortization Method: For funding, gains and losses occurring from census experience 
different than assumed, assumption changes, and benefit changes are 
amortized over a 30-year period with level payments each year. A new 
gain or loss base is established each year based on the additional gain 
or loss during that year and that base is amortized over a new 30-year 
period. The purpose of the method is to give a smooth progression 
of the costs from year-to-year and, at the same time, provide for an 
orderly funding of the unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from 
census experience different than assumed and assumption changes are 
amortized into expense over the average expected future service of all 
plan participants (actives and inactives). Gains and losses occurring 
from investment experience different than assumed are amortized into 
expense over a 5-year period. The effect of plan changes on the plan 
liability are fully recognized in expense in the year in which they occur.

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a 
four-year smoothing of gains and losses on the Market Value of Assets 
(MVA), subject to a 20 percent corridor. Accordingly, the AVA is limited 
to no more than 20 percent greater than or 20 percent less than the 
MVA.

Accounting and financial reporting uses the Market Value of Assets 
(MVA) in accordance with GASB Statement No. 67.

													           
	

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d
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Actuarial  Section

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 212,243 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (115,940)

Actuarial Accrued Liabilities Experience1 (11,754)

Amortization of Existing Bases (3,027)

Actuarial Assumption & Methodology Changes - 

Plan Provision Changes - 

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 81,522 

	
1A Cost-of-Living Adjustment (COLA) of 1.4% was effective as of July 1, 2014, rather than the assumed COLA
of 2.25%.		
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Actuarial  Section

S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities Portion of Actuarial Accrued Liabilities Covered by Assets

Valuation
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/051 $� 403,643 $� 503,498 $� 1,507,912 $� 2,415,053 $� 2,347,986 100.0 % 100.0 % 95.6 % 97.2 %

6/30/061 455,476 546,628 1,647,421 2,649,525 2,860,512 100.0 100.0 100.0 108.0 

6/30/071 498,662 655,827 1,734,806 2,889,295 3,281,480 100.0 100.0 100.0 113.6 

6/30/081 534,303 765,909 1,850,615 3,150,827 3,352,705 100.0 100.0 100.0 106.4 

6/30/09 571,534 793,167 1,967,985 3,332,686 3,265,598 100.0 100.0 96.6 98.0 

6/30/10 634,865 859,626 2,145,178 3,639,669 3,374,438 100.0 100.0 87.6 92.7 

6/30/11 679,849 970,676 1,988,431 3,638,956 3,593,787 100.0 100.0 97.7 98.8 

6/30/12 728,892 1,135,538 2,258,006 4,122,436 3,786,595 100.0 100.0 85.1 91.9 

6/30/13 782,124 1,288,457 2,322,366 4,392,947 4,180,704 100.0 100.0 90.9 95.2 

6/30/14 809,877 1,280,920 2,616,200 4,706,997 4,625,475 100.0 100.0 96.9 98.3 

1As of December 31 instead of June 30
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Actuarial  Section

S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a

(dollars in thousands – except annual average pay)

Valuation Date
Active 

Members
Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/052 11,728 $� 522,227 $� 44,528 3.0 %

6/30/062 12,056 557,644 46,254 3.9 

6/30/072 12,611 603,963 47,892 3.5 

6/30/082 13,095 644,936 49,251 2.8 

6/30/09 13,184 649,018 49,228 -  

6/30/10 13,362 675,797 50,576 2.7 

6/30/11 13,376 687,342 51,386 1.6 

6/30/12 13,390 697,111 52,062 1.3 

6/30/13 13,287 706,603 53,180 2.1 

6/30/143 13,295 734,024 55,211 3.8 

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2As of December 31 instead of June 30.
3The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t

N
um

be
r

A
ve

ra
ge

 A
nn

ua
l 

B
en

ef
it

 ($
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(dollars in thousands – except average annual benefit)

Added to Rolls Removed from Rolls Rolls – End of Year

Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1 
Annual 

Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/052 257 $� 5,493 28 $� 554 2,127 $� 38,648 14.7 % $� 18,170 2.3%

6/30/062 172 3,860 34 592 2,265 41,973 8.6 18,531 2.0 

6/30/072 333 8,101 50 886 2,548 49,537 18.0 19,442 4.9 

6/30/082 255 5,861 273 4,565 2,530 53,588 8.2 21,181 8.9 

6/30/09 102 2,571 24 479 2,608 55,564 3.7 21,305 0.6 

6/30/10 208 4,918 34 641 2,782 60,220 8.4 21,646 1.6 

6/30/11 218 6,179 34 609 2,966 68,179 13.2 22,987 6.2 

6/30/12 281 7,900 39 814 3,208 76,917 12.8 23,977 4.3 

6/30/13 326 10,098 43 845 3,491 87,301 13.5 25,008 4.3 

6/30/143             - -             - - 3,491 87,301                  - 25,008 -

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2As of December 31 instead of June 30.
3The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

There were no changes in plan provisions that impacted the pension benefits during the fiscal year.
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H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n
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Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 272.9 $� 151.0 $� 121.9 55.3% $� 32.2 378.6%

2006  273.0  178.3  94.7 65.3  34.1 277.7

2007  284.0  211.8  72.2 74.6  29.7 243.0

2008  338.8  234.9  103.9 69.3  33.7 308.1

2009  330.6  241.0  89.6 72.9  36.2 247.5

2010  364.1  242.1  122.0 66.5  36.7 332.2

2011  400.3  248.6  151.7 62.1  45.8 331.5

2012  437.9  260.1  177.8 59.4  45.1 393.9

2013  453.1  381.2  71.9 84.1  47.6 151.1

2014  464.9  419.6  45.3 90.3  46.0 98.5

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the Judges’ Retirement System were 

adopted by the INPRS Board in April 2014. The majority of the actuarial assumptions and methods are based on plan 

experience from July 1, 2005 through June 30, 2010, which were adopted by the INPRS Board in September 2011, and 

were first used in the June 30, 2011 valuation. The interest rate/investment return and mortality assumptions were 

updated for the June 30, 2012 valuation. In addition to the actuarial assumptions and methods the INPRS Board also adopted the 

funding policy in April 2014.  For information on the plan provisions please refer to Note 1 in the financial section of this report.

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s
For the actuarial valuation as of June 30, 2014, there were no changes to the actuarial assumptions from the actuarial 
valuation as of June 30, 2013.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the liabilities 
computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Exceptions noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions
Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Interest on Member Contributions: 3.5 percent per year

Cost of Living Increases: 4.0 percent per year in deferral and retirement

Future Salary Increases: 4.0 percent per year

Inflation: 3.0 percent per year

Demographic Assumptions
Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on 2005-2010 experience.  Rates shown below:

Age Rate Age Rate

55-61 20% 65 50%

62 25 66-74 30 

63 15 75+ 100 

64 10 

Termination: Based on 2005-2010 experience. Rates shown below:

Age Rate

20-37 4%

38-65 7 

66+ 4 
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Disability: 1964 OASDI Table.  Illustrative rates shown below:

Age Rate
20 0.060%

25 0.085 

30 0.110 

35 0.147 

40 0.220 

45 0.360 

50 0.606 

55 1.009 

60 1.627 

65+ 0.000 

Spouse/Beneficiary: 90 percent of members are assumed to be married or to have a dependent 
beneficiary. Male members are assumed to be four (4) years older than 
their spouses and female members are assumed to be two (2) years 
younger than their spouses.

A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is 
equal to the level percentage of payroll needed as an annual contribution 
from entry age to retirement age to fund projected benefits. The actuarial 
accrued liability on any valuation date is the accumulated value of such 
normal costs from entry age to the valuation date.

This method produces a cost of future benefit accruals that is a level 
percent of pay over time, which is desirable for employers from a 
budgeting standpoint. Other actuarial cost methods are more volatile in 
their allocation of cost for each year of member service.

Amortization Method For funding, gains and losses occurring from census experience different 
than assumed, assumption changes, and benefit changes are amortized 
over a 30-year period with level payments each year. A new gain or loss 
base is established each year based on the additional gain or loss during 
that year and that base is amortized over a new 30-year period. The 
purpose of the method is to give a smooth progression of the costs from 
year-to-year and, at the same time, provide for an orderly funding of the 
unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from 
census experience different than assumed and assumption changes are 
amortized into expense over the average expected future service of all 
plan participants (actives and inactives). Gains and losses occurring from 
investment experience different than assumed are amortized into expense 
over a 5-year period. The effect of plan changes on the plan liability are 
fully recognized in expense in the year in which they occur.
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a 
four-year smoothing of gains and losses on the Market Value of Assets 
(MVA), subject to a 20 percent corridor. Accordingly, the AVA is limited to 
no more than 20 percent greater than or 20 percent less than the MVA.

Accounting and financial reporting uses the Market Value of Assets (MVA) 
in accordance with GASB Statement No. 67.
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A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 71,870 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (9,371)

Actuarial Accrued Liabilities Experience1 (16,026)

Amortization of Existing Bases (1,186)

Actuarial Assumption & Methodology Changes - 

Plan Provision Changes - 

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 45,287 

	
	

1No Salary/Cost-of-Living Adjustment (COLA) was effective July 1, 2014 rather than the assumed increase of 4.0%.
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S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities Portion of Actuarial Accrued Liabilities Covered by Assets

Valuation
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 $� 19,515 $� 137,631 $� 115,709 $� 272,855 $� 151,003 100.0 % 95.5 % 0.0 % 55.3 %

6/30/06 20,861 134,272 117,865 272,998 178,276 100.0 100.0 19.6 65.3 

6/30/07 21,276 143,645 119,074 283,995 211,747 100.0 100.0 39.3 74.6 

6/30/08 22,243 155,177 161,329 338,749 234,881 100.0 100.0 35.6 69.3 

6/30/09 21,649 170,962 137,940 330,551 240,954 100.0 100.0 35.0 72.9 

6/30/10 23,138 182,023 158,962 364,123 242,143 100.0 100.0 23.3 66.5 

6/30/11 24,359 198,797 177,118 400,274 248,623 100.0 100.0 14.4 62.1 

6/30/12 27,699 205,341 204,814 437,854 260,096 100.0 100.0 13.2 59.4 

6/30/131 29,060 224,132 199,918 453,110 381,240 100.0 100.0 64.1 84.1 

6/30/14 32,060 216,044 216,751 464,855 419,568 100.0 100.0 79.1 90.3 

1In accordance with Legislation passed during March 2012, the State appropriated $90,187 thousand during FY2013 to reach a funded status of 80.0 percent based on the actuarial valuation as of 
June 30, 2012.
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S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a
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(dollars in thousands – except annual average pay)

Valuation Date
Active 

Members
Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 282 $� 32,231 $� 114,293 22.3 %

6/30/06 274 34,065 124,323 8.8 

6/30/07 258 29,712 115,163 (7.4)

6/30/08 267 33,729 126,327 9.7 

6/30/09 288 36,196 125,680 (0.5)

6/30/10 291 36,722 126,192 0.4 

6/30/11 363 45,764 126,072 (0.1)

6/30/12 361 45,138 125,036 (0.8)

6/30/13 365 46,967 128,676 2.9 

6/30/142 365 47,883 131,186 2.0 

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.
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J u d g e s ’  R e t i r e m e n t  S y s t e m

Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t
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Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1 
Annual 

Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/05 13 $� 667 11 $� 374 264 $� 12,272 24.5 % $� 46,485 23.6% 

6/30/06 12 868 7 474 269 12,983 5.8 48,266 3.8 

6/30/07 18 976 8 409 279 13,899 7.1 49,819 3.2 

6/30/08 23 1,257 26 991 276 14,754 6.1 53,455 7.3 

6/30/09 74 3,744 57 1,835 293 15,230 3.2 51,978 (2.8)

6/30/10 11 627 6 339 298 15,390 1.1 51,644 (0.6)

6/30/11 21 1,452 9 200 310 16,787 9.1 54,152 4.9 

6/30/12 7 444 6 194 311 17,028 1.4 54,751 1.1 

6/30/13 24 1,798 14 442 321 18,474 8.5 57,551 5.1 

6/30/142             - -             - - 321 18,474                  - 57,551 -

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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J u d g e s ’  R e t i r e m e n t  S y s t e m

Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

There were no changes in plan provisions that impacted the pension benefits during the fiscal year.
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S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n
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Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 60.0 $� 41.7 $� 18.3 69.5% $� 13.5 135.6%

2006  64.8  48.5  16.3 74.9  15.6 104.3

2007  74.5  57.4  17.0 77.1  21.0 81.1

2008  77.2  65.4  11.8 84.7  23.7 49.8

2009  89.3  68.2  21.1 76.3  25.5 82.7

2010  97.8  70.3  27.5 71.9  25.3 108.7

2011  101.5  72.6  28.9 71.5  25.0 115.6

2012  113.3  76.0  37.3 67.1  24.3 153.5

2013  118.1  98.6  19.5 83.5  24.7 79.0

2014  123.6  107.6  16.0 87.0  25.8 62.1

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.



209

S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the State Excise Police, Gaming Agent, 

Gaming Control Officer, and Conservation Enforcement Officers’ Retirement Plan were adopted by the INPRS Board 

in April 2014. The majority of the actuarial assumptions and methods are based on plan experience from July 1, 2005 

through June 30, 2010, which were adopted by the INPRS Board in September 2011, and were first used in the 

June 30, 2011 valuation. The interest rate / investment return and mortality assumptions were updated for the June 30, 2012 

valuation. In addition to the actuarial assumptions and methods the INPRS Board also adopted the funding policy in April 2014. For 

information on the plan provisions please refer to Note 1 in the financial section of this report.

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s 						    

For the actuarial valuation as of June 30, 2014, there were no changes to the actuarial assumptions from the actuarial 
valuation as of June 30, 2013.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the 
liabilities computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Except as noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions
Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Interest on Member Contributions: 3.5 percent per year

Cost of Living Increases: 1.0 percent per year in retirement

Future Salary Increases: 3.25 percent per year

Inflation: 3.0 percent per year

Demographic Assumptions
Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on 2005-2010 experience.  Illustrative rates shown below:

Age Rate Age Rate

45 3% 54 4%

46-49 2 55-59 15 

50 3 60-64 20 

51-52 2 65+ 100 

53 3 
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S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Termination: Sarason T-1 Table.  Illustrative rates shown below:

Age Rate
20 5.4384%
25 4.8948 
30 3.7020 
35 2.3492 
40 1.1283 
45 0.2653 

50+ 0.0000 

Disability: 150 percent of 1964 OASDI Table. Illustrative rates shown below:

Age Rate
20 0.0900%
25 0.1275 
30 0.1650 
35 0.2205 
40 0.3300 
45 0.5400 
50 0.9090 
55 1.5135 
60 2.4405 

65+ 0.0000 

Spouse/Beneficiary: 100 percent of members are assumed to be married or to have a dependent 
beneficiary. Males are assumed to be five (5) years older than females.

A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is 
equal to the level percentage of payroll needed as an annual contribution 
from entry age to retirement age to fund projected benefits. The actuarial 
accrued liability on any valuation date is the accumulated value of such 
normal costs from entry age to the valuation date.

This method produces a cost of future benefit accruals that is a level 
percent of pay over time, which is desirable for employers from a budgeting 
standpoint. Other actuarial cost methods are more volatile in their 
allocation of cost for each year of member service.
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S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

Amortization Method: For funding, gains and losses occurring from census experience different 
than assumed, assumption changes, and benefit changes are amortized 
over a 30-year period with level payments each year. A new gain or loss 
base is established each year based on the additional gain or loss during 
that year and that base is amortized over a new 30-year period. The 
purpose of the method is to give a smooth progression of the costs from 
year-to-year and, at the same time, provide for an orderly funding of the 
unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from 
census experience different than assumed and assumption changes are 
amortized into expense over the average expected future service of all 
plan participants (actives and inactives). Gains and losses occurring from 
investment experience different than assumed are amortized into expense 
over a 5-year period. The effect of plan changes on the plan liability are 
fully recognized in expense in the year in which they occur.

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a four-
year smoothing of gains and losses on the Market Value of Assets (MVA), 
subject to a 20 percent corridor. Accordingly, the AVA is limited to no more 
than 20 percent greater than or 20 percent less than the MVA.

Accounting and financial reporting uses the Market Value of Assets (MVA) 
in accordance with GASB Statement No. 67.

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d
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S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 19,489 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (2,712)

Actuarial Accrued Liabilities Experience1 (430)

Amortization of Existing Bases (310)

Actuarial Assumption & Methodology Changes - 

Plan Provision Changes - 

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 16,037 

	
	

1Actuarial Accrued Liabilities Experience includes a gain of approximately $430 thousand for retired members
 being provided a one-time (13th check) in September 2014, rather than a 1.0 percent COLA on January 1, 2015. 
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S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities Portion of Actuarial Accrued Liabilities Covered by Assets

Valuation
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 $� 3,488 $� 18,907 $� 37,569 $� 59,964 $� 41,663 100.0 % 100.0 % 51.3 % 69.5 %

6/30/06 3,644 20,870 40,251 64,765 48,496 100.0 100.0 59.6 74.9 

6/30/07 3,527 24,606 46,318 74,451 57,414 100.0 100.0 63.2 77.1 

6/30/08 4,314 28,902 43,961 77,177 65,375 100.0 100.0 73.2 84.7 

6/30/09 5,274 35,039 48,983 89,296 68,170 100.0 100.0 56.9 76.3 

6/30/10 6,220 36,044 55,598 97,862 70,327 100.0 100.0 50.5 71.9 

6/30/11 6,271 46,695 48,568 101,534 72,599 100.0 100.0 40.4 71.5 

6/30/12 6,532 53,929 52,822 113,283 76,007 100.0 100.0 29.4 67.1 

6/30/131 7,494 56,028 54,575 118,097 98,608 100.0 100.0 64.3 83.5 

6/30/14 8,042 54,626 60,933 123,601 107,563 100.0 100.0 73.7 87.0 

1In accordance with Legislation passed during March 2012, the State appropriated $14,619 thousand during FY2013 to reach a funded status of 80.0 percent based on the actuarial valuation as of
June 30, 2012.
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Actuarial  Section

S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a
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(dollars in thousands – except annual average pay)

Valuation Date
Active 

Members
Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 262 $� 13,223 $� 50,469 24.1 %

6/30/06 310 14,892 48,038 (4.8)

6/30/07 344 17,715 51,497 7.2 

6/30/08 410 21,333 52,033 1.0 

6/30/09 443 25,238 56,971 9.5 

6/30/10 471 26,709 56,707 (0.5)

6/30/11 440 24,028 54,609 (3.7)

6/30/12 468 25,752 55,026 0.8 

6/30/13 473 26,201 55,393 0.7 

6/30/142 473 26,664 56,372 1.8 

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.
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Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t
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Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1 
Annual 

Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/05 4 $� 114 4 $� 65 128 $� 1,787 2.8 % $� 13,962 2.8%

6/30/06 5  127 1  26 132 1,888 5.6 14,304 2.4

6/30/07 13  359 5  74 140 2,176 15.2 15,539 8.6

6/30/08 9  302 12  119 137 2,518 15.8 18,382 18.3 

6/30/09 59  748 39  258 157 3,056 21.3 19,465 5.9

6/30/10 6  136 6  49 157 3,134 2.6 19,962 2.6

6/30/11 22  902 3  23 176 3,978 26.9 22,602 13.2 

6/30/12 14  495 3  14 187 4,452 11.9 23,810 5.3

6/30/13 8  253 2  9 193 4,666 4.8 24,177 1.5

6/30/142             - -             - - 193 4,666                  - 24,177 -

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.



216

S t a t e  E x c i s e  P o l i c e ,  G a m i n g  A g e n t ,
G a m i n g  C o n t r o l  O f f i c e r  &  C o n s e r v a t i o n
E n f o r c e m e n t  O f f i c e r s ’  R e t i r e m e n t  P l a n

Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

There were no changes in plan provisions that impacted the pension benefits during the fiscal year.
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P r o s e c u t i n g  A t t o r n e y s ’  R e t i r e m e n t  F u n d

Actuarial  Section

H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n
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Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 25.7 $� 16.9 $� 8.8 65.8% $� 16.7 52.7%

2006  29.2  20.1  9.1 68.8  19.2 47.4

2007  32.1  23.8  8.2 74.3  18.1 45.5

2008  38.1  26.4  11.7 69.2  20.6 56.8

2009  44.6  26.4  18.2 59.3  20.8 87.6

2010  49.2  26.2  23.0 53.2  21.0 109.4

2011  53.3  25.7  27.6 48.2  18.1 152.6

2012  56.1  27.5  28.6 49.0  21.7 131.8

2013  62.0  48.8  13.2 78.7  18.8 70.2

2014  65.3  52.9  12.4 81.0  20.6 60.2

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
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P r o s e c u t i n g  A t t o r n e y s ’  R e t i r e m e n t  F u n d

Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T
he actuarial assumptions and methods used in the June 30, 2014 valuation of the Prosecuting Attorneys’ Retirement 

Fund were adopted by the INPRS Board in April 2014. The majority of the actuarial assumptions and methods are 

based on plan experience from July 1, 2005 through June 30, 2010, which were adopted by the INPRS Board in 

September 2011, and were first used in the June 30, 2011 valuation. The interest rate/investment return and mortality 

assumptions were updated for the June 30, 2012 valuation. In addition to the actuarial assumptions and methods the INPRS Board 

also adopted the funding policy in April 2014. For information on the plan provisions please refer to Note 1 in the financial section 

of this report.	

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s
For the actuarial valuation as of June 30, 2014, there were no changes to the actuarial assumptions from the actuarial 
valuation as of June 30, 2013.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the 
liabilities computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Except as noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions
Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)

Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Interest on Member Contributions: 3.5 percent per year

Cost of Living Increases: N/A

Future Salary Increases: 4.0 percent per year

Inflation: 3.0 percent per year

Demographic Assumptions
Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Based on 2005-2010 experience. Rates shown below:

Age

Rate (Less 
Than 85 
Points)

Rate (85 
Points 

Or More)

55-61 0% 20%

62 20 20 

63 20 20 

64 20 20 

65 100 100 

Termination: 10 percent per year for all members prior to retirement eligibility.

Disability: Illustrative rates shown below:
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Actuarial  Section

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Age Male Female

20 0.0067% 0.0050%

30 0.0208 0.0158 

40 0.0646 0.0496 

50 0.2005 0.1556 

60 0.6220 0.4881 

70 0.1000 0.1000 

71+ 0.0000 0.0000 

Spouse/Beneficiary: 90 percent of participants are assumed either to be married or to have a 
dependent beneficiary.

Males are assumed to be three (3) years older than their spouses.

A c t u a r i a l  M e t h o d s
Funding uses the same Actuarial Methods as accounting and financial reporting, except where noted.

Actuarial Cost Method: Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is 
equal to the level percentage of payroll needed as an annual contribution 
from entry age to retirement age to fund projected benefits. The 
actuarial accrued liability on any valuation date is the accumulated value 
of such normal costs from entry age to the valuation date.

Amortization Method For funding, gains and losses occurring from census experience different 
than assumed, assumption changes, and benefit changes are amortized 
over a 30-year period with level payments each year. A new gain or loss 
base is established each year based on the additional gain or loss during 
that year and that base is amortized over a new 30-year period. The 
purpose of the method is to give a smooth progression of the costs from 
year-to-year and, at the same time, provide for an orderly funding of the 
unfunded liabilities.

For accounting and financial reporting, gains and losses occurring from 
census experience different than assumed and assumption changes are 
amortized into expense over the average expected future service of all 
plan participants (actives and inactives). Gains and losses occurring from 
investment experience different than assumed are amortized into expense 
over a 5-year period. The effect of plan changes on the plan liability are 
fully recognized in expense in the year in which they occur.

Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a 
four-year smoothing of gains and losses on the Market Value of Assets 
(MVA), subject to a 20 percent corridor. Accordingly, the AVA is limited 
to no more than 20 percent greater than or 20 percent less than
the MVA.

Accounting and financial reporting uses the Market Value of Assets 
(MVA) in accordance with GASB Statement No. 67.
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Actuarial  Section

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e

(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 13,178 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (584)

Actuarial Accrued Liabilities Experience – 

Amortization of Existing Bases (194)

Actuarial Assumption & Methodology Changes – 

Plan Provision Changes – 

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 12,400 
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Actuarial  Section

S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities Portion of Actuarial Accrued Liabilities Covered by Assets

Valuation
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 $� 13,132 $� 2,303 $� 10,309 $� 25,744 $� 16,876 100.0 % 100.0 % 14.0 % 65.6 %

6/30/06 14,893 2,252 12,039 29,184 20,053 100.0 100.0 24.2 68.7 

6/30/07 16,014 3,192 12,846 32,052 23,815 100.0 100.0 35.9 74.3 

6/30/08 17,428 5,173 15,468 38,069 26,350 100.0 100.0 24.2 69.2 

6/30/09 19,239 10,384 15,009 44,632 26,467 100.0 69.6 - 59.3 

6/30/10 20,999 12,557 15,618 49,174 26,166 100.0 41.1 - 53.2 

6/30/11 21,592 16,806 14,854 53,252 25,651 100.0 24.2 - 48.2 

6/30/12 23,406 18,660 14,014 56,080 27,501 100.0 21.9 - 49.0 

6/30/131 25,371 22,004 14,565 61,940 48,762 100.0 100.0 9.5 78.7 

6/30/14 26,654 22,665 16,017 65,336 52,936 100.0 100.0 22.6 81.0 

1In accordance with Legislation passed during March 2012, the State appropriated $17,363 thousand during FY2013 to reach a funded status of 80.0 percent based on the actuarial valuation as of June 
30, 2012.
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Actuarial  Section

S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a
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(dollars in thousands – except annual average pay)

Valuation Date
Active 

Members
Annual1 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 220 $� 16,659 $� 75,724 7.0 %

6/30/06 218 19,225 88,188 16.5 

6/30/07 206 18,092 87,825 (0.4)

6/30/08 209 20,617 98,646 12.3 

6/30/09 221 20,782 94,037 (4.7)

6/30/10 217 21,016 96,848 3.0 

6/30/11 212 18,082 85,292 (11.9)

6/30/12 219 21,705 99,110 16.2 

6/30/13 210 21,217 101,033 1.9 

6/30/142 210 21,432 102,057 1.0 

1Figures shown are the anticipated pay for the one-year period following the valuation date.
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.
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Actuarial  Section

S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t
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Added to Rolls Removed from Rolls Rolls – End of Year

Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1 
Annual 

Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/05 - $� -  - $� - 18 $� 249 (3.0)% $� 13,831 (3.0)%

6/30/06  -  -  -  - 18 249 0.1 13,850 0.1 

6/30/07 4 121 2 32 20 338 35.6 16,905 22.1 

6/30/08 7 207 1 14 26 522 54.3 20,068 18.7 

6/30/09 26 536 2 26 50 1,032 97.8 20,636 2.8 

6/30/10 9 187 1 16 58 1,201 16.4 20,715 0.4 

6/30/11 19 473 1 16 76 1,618 34.7 21,288 2.8 

6/30/12 6 178 1 27 81 1,770 9.4 21,853 2.7 

6/30/13 15 362 1 27 95 2,101 18.7 22,118 1.2 

6/30/142  - -  -  - 95 2,101  - 22,118 -

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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P r o s e c u t i n g  A t t o r n e y s ’  R e t i r e m e n t  F u n d

Actuarial  Section

C h a n g e s  i n  P l a n  P r o v i s i o n s

There were no changes to the plan provisions that impacted the pension benefits during the fiscal year.



L e g i s l a t o r s ’  D e f i n e d  B e n e f i t  P l a n

225Actuarial  Section

H i s t o r i c a l  S u m m a r y  o f  A c t u a r i a l  V a l u a t i o n
R e s u l t s  b y  R e t i r e m e n t  P l a n
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Actuarial 
Valuation as 
of June 30

Actuarial 
Accrued 

Liability (AAL)

Actuarial 
Value of 

Assets (AVA)

Unfunded 
Liability1

(AAL – AVA)

AVA Funded 
Status

(AVA/AAL)

Covered 
Employee 
Payroll2

Unfunded Liability1

as a percentage
of Covered

Employee Payroll

2005 $� 5.0 $� 4.3 $� 0.7 86.8% N/A N/A

2006  5.2  4.7  0.5 90.2 N/A N/A

2007  5.2  5.1  0.1 97.4 N/A N/A

2008  5.0  5.1  (0.1) 101.6 N/A N/A

2009  5.1  4.7  0.4 93.0 N/A N/A

2010  4.9  4.1  0.8 83.0 N/A N/A

2011  4.6  3.6  1.0 78.6 N/A N/A

2012  4.5  3.4  1.1 75.0 N/A N/A

2013  4.3  3.4  0.9 79.8 N/A N/A

2014  4.2  3.5  0.7 83.1 N/A N/A

1The Unfunded Liability uses the Actuarial Value of Assets (AVA), which is different than Net Pension Liability in the Financial Section which uses the Plan Fiduciary Net Position, 
also known as the Market Value of Assets (MVA).

2Covered Employee Payroll can also be found in the RSI Contribution Schedule in the Financial Section.
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4

T he actuarial assumptions and methods used in the June 30, 2014 valuation of the Legislators’ Defined Benefit Plan were 
adopted by the INPRS Board in April 2014. The majority of the actuarial assumptions and methods are based on plan 
experience from July 1, 2005 through June 30, 2010, which were adopted by the INPRS Board in September 2011, and 
were first used in the June 30, 2011 valuation. The interest rate / investment return and mortality assumptions were 

updated for the June 30, 2012 valuation. In addition to the actuarial assumptions and methods the INPRS Board also adopted the 
funding policy in April 2014. For information on the plan provisions please refer to Note 1 in the financial section of this report.

C h a n g e s  i n  A c t u a r i a l  A s s u m p t i o n s 						    
For the actuarial valuation as of June 30, 2014, there were no changes to the actuarial assumptions from the actuarial 
valuation as of June 30, 2013.

C h a n g e s  i n  A c t u a r i a l  M e t h o d s
Member census data as of June 30, 2013 was used in the valuation and adjusted, where appropriate, to reflect changes 
between June 30, 2013 and June 30, 2014. Standard actuarial roll forward techniques were then used to project the 
liabilities computed as of June 30, 2013 to the June 30, 2014 measurement date.

A c t u a r i a l  A s s u m p t i o n s
Except as noted below, actuarial assumptions used for funding purposes are the same as those used for accounting and 
financial reporting.

Economic Assumptions
Interest Rate / Investment Return:

Funding 6.75 percent (net of administrative and investment expenses)
Accounting & Financial Reporting 6.75 percent (net of investment expenses)

Cost of Living Increases: 1.0 percent per year in retirement

Future Salary Increases: 3.0 percent per year

Inflation: 3.0 percent per year

Demographic Assumptions
Mortality (Healthy and Disabled): 2013 IRS Static Mortality projected five (5) years with Scale AA

Retirement: Retirement rates based on actual experience of current retirees. Illustrative rates 
shown below:

Age Rate
55 10%

56-57 8 
58-61 2 
62-64 5 
65+ 100 

Termination: Sarason T-2 Tables.  Illustrative rates shown below:

Age Rate
20 5.4384%
25 5.2917 
30 5.0672 
35 4.6984 
40 3.5035 
45 1.7686 
50 0.4048 

55+ 0.0000 
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S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d

Disability: 75 percent of 1964 OASDI Tables.  Illustrative rates shown below:

Age Rate

20 0.045%

25 0.064 

30 0.083 

35 0.111 

40 0.165 

45 0.270 

50 0.454 

55 0.757 

60 1.220 

65+ 0.000 

Spouse/Beneficiary: 90 percent of members are assumed to be married or to have a dependent 
beneficiary. Males are assumed to be three (3) years older than females.

A c t u a r i a l  M e t h o d s
Actuarial Cost & Amortization Methods:

Funding Traditional Unit Credit

The normal cost is calculated separately for each active member and is equal to 
actuarial present value of additional benefits expected to be accrued during the year 
following the valuation date. The actuarial accrued liability on any valuation date is 
the actuarial present value of the benefits earned for service prior to the valuation 
date. Since the benefits for all members of the Legislator’s Defined Benefit Plan are 
fixed and no longer increasing with future service credit or future salary increases, 
applying the Traditional Unit Credit cost method results in the Actuarial Accrued 
Liability being equal to the Present Value of Future Benefits (i.e. all benefits are 
treated as though they are attributable to past service) and the Normal Cost being 
equal to $0. This is consistent with the actual status of member benefit accruals.

Gains and losses occurring from census experience different than assumed, 
assumption changes, and benefit changes are amortized over a 30-year period with 
level payments each year. A new gain or loss base is established each year based 
on the additional gain or loss during that year and that base is amortized over a new 
30-year period. The purpose of the method is to give a smooth progression of the 
costs from year to year and, at the same time, provide for an orderly funding of the 
unfunded liabilities.

Accounting & Financial Reporting Entry Age Normal – Level Percent of Payroll

The normal cost is calculated separately for each active member and is equal to 
the level percentage of payroll needed as an annual contribution from entry age to 
retirement age to fund projected benefits. The actuarial accrued liability on any 
valuation date is the accumulated value of such normal costs from entry age to the 
valuation date.

Gains and losses occurring from census experience different than assumed and 
assumption changes are amortized into expense over the average expected future 
service of all plan participants (active and inactive). Gains and losses occurring from 
investment experience different than assumed are amortized into expense over a 
5-year period. The effect of plan changes on the plan liability are fully recognized in 
expense in the year in which they occur.
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Asset Valuation Method: Funding uses the Actuarial Value of Assets (AVA), which is equal to a four-year 
smoothing of gains and losses on the Market Value of Assets (MVA), subject to a 20 
percent corridor. Accordingly, the AVA is limited to no more than 20 percent greater 
than or 20 percent less than the MVA.

Accounting and financial reporting uses the Market Value of Assets (MVA) in 
accordance with GASB Statement No. 67.

S u m m a r y  o f  A c t u a r i a l  A s s u m p t i o n s  a n d  M e t h o d s
a s  o f  J u n e  3 0 ,  2 0 1 4 ,  c o n t i n u e d
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(dollars in thousands)

UAAL

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2013 $� 867 

UAAL (Gain) / Loss

Actuarial Value of Assets Experience (93)

Actuarial Accrued Liabilities Experience1 (36)

Amortization of Existing Bases (32)

Actuarial Assumption & Methodology Changes - 

Plan Provision Changes - 

Unfunded Actuarial Accrued Liability (UAAL):  June 30, 2014 $� 706 

	
	

1Actuarial Accrued Liabilities Experience includes a gain of approximately $36 thousand since a COLA
was not granted to retired members as of January 1, 2015, rather than the 1.0 percent COLA assumption. 

A n a l y s i s  o f  F i n a n c i a l  E x p e r i e n c e
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S o l v e n c y  T e s t

(dollars in thousands)

Actuarial Accrued Liabilities Portion of Actuarial Accrued Liabilities Covered by Assets

Valuation
Date

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active 
Member 

(Employer 
Financed 
Portion)

Total 
Actuarial 
Accrued 

Liabilities

Actuarial 
Value of 
Assets

Active
Member 

Contributions
Retirees and 
Beneficiaries

Active
Member 

(Employer 
Financed 
Portion)

Total
Actuarial 
Accrued 

Liabilities

6/30/05 -  $2,121  $2,878  $4,999  $4,339 N/A   100.0 % 77.0 % 86.8 %

6/30/06 - 2,270 2,962 5,232 4,721 N/A   100.0 82.8 90.2 

6/30/07 - 2,432 2,737 5,169 5,035 N/A   100.0 95.1 97.4 

6/30/08 - 2,258 2,781 5,039 5,120 N/A   100.0 100.0 101.6 

6/30/09 - 3,147 1,940 5,087 4,730 N/A   100.0 81.6 93.0 

6/30/10 - 3,017 1,892 4,909 4,075 N/A   100.0 55.9 83.0 

6/30/11 - 3,037 1,584 4,621 3,634 N/A   100.0 37.7 78.6 

6/30/12 - 3,031 1,472 4,503 3,377 N/A   100.0 23.5 75.0 

6/30/13 - 3,192 1,103 4,295 3,428 N/A   100.0 21.4 79.8 

6/30/14 - 3,076 1,097 4,173 3,467 N/A   100.0 35.7 83.1 
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S c h e d u l e  o f  A c t i v e  M e m b e r s  V a l u a t i o n  D a t a
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(dollars in thousands – except annual average pay)

Valuation Date
Active 

Members
Annual 
Payroll

Annual 
Average

Pay

Annual Percent 
Increase / 

(Decrease) In 
Average Pay

6/30/05 48  N/A     N/A     N/A    

6/30/06 46  N/A     N/A     N/A    

6/30/07 43  N/A     N/A     N/A    

6/30/08 34  N/A     N/A     N/A    

6/30/09 33  N/A     N/A     N/A    

6/30/10 20  N/A     N/A     N/A    

6/30/11 7  N/A     N/A     N/A    

6/30/12 6  N/A     N/A     N/A    

6/30/13 24  N/A     N/A     N/A    

6/30/141 24  N/A     N/A     N/A    

1The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity 
during fiscal year 2014.
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S c h e d u l e  o f  R e t i r a n t s  a n d  B e n e f i c i a r i e s

Number

Total Number of Retirants and Beneficiaries Per Year
and Average Annual Benefit

Average  Annual  Benef i t
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Added to Rolls Removed from Rolls Rolls – End of Year

Valuation 
Date Number

Annual 
Benefits Number

Annual 
Benefits Number

Total1 
Annual 

Benefits

Percent 
Increase / 

(Decrease) in 
Total Annual 

Benefits

Average 
Annual 
Benefit

Percent 
Increase/ 

(Decrease) 
in Average 

Annual 
Benefit

6/30/05  - $� -  -   $� - 39 $� 244 (0.5)% $� 6,268 (0.6)%

6/30/06  2  12  2  9 39 260 6.2 6,658 6.2 

6/30/07  6  31  -    - 45 283 9.1 6,298 (5.4)

6/30/08  1  -  2  10 44 274 (3.4) 6,223 (1.2)

6/30/09  17  88  2  2 59 371 35.3 6,281 0.9 

6/30/10  5 9  3  27 61 347 (6.5) 5,685 (9.5)

6/30/11  4 22  -   -  65 356 2.6 5,477 (3.7)

6/30/12  2 13  4  20 63 349 (2.0) 5,536 1.1 

6/30/13  9 41  4  26 68 364 4.3 5,362 (3.1)

6/30/142  -  -  -    - 68 364                  - 5,362 -

1End of year annual benefits are not equal to prior end of year annual benefits plus additions less removals due to beneficiary benefit changes, data changes, and COLA increases.	
2The valuation results as of June 30, 2014 were calculated using June 30, 2013 census data, adjusted for certain activity during fiscal year 2014.
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C h a n g e s  i n  P l a n  P r o v i s i o n s

There were no changes in plan provisions that impacted the pension benefits during the fiscal year.


